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Understanding Montana Workers’
Compensation (WC)

Facility Fee Schedule: Unit One

New updates of information, similar to FAQ, will be added to
this educational module on a regular basis, so please check
the date at the bottom of this page regularly to keep up with
added fee schedule information.

A Power Point educational module initially created by the Montana Department of
Labor (DLI) in February, 2009. Actual regulations in the Montana Code Annotated
and Administrative Rules of Montana, of course, take precedence in case of any
misstatements in this educational module.

April 24, 2009
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Unit One: IntroductionUnit One: Introduction
to the Montana MSto the Montana MS--DRGDRG

(inpatient)(inpatient)
andand

APC (outpatient)APC (outpatient)
Facility Fee ScheduleFacility Fee Schedule

For use with theFor use with the Montana Facility Fee ScheduleMontana Facility Fee Schedule for Workersfor Workers’’
Compensation (WC) ReimbursementCompensation (WC) Reimbursement
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Educational Module Organization

• Section One: General Concepts & Rules

• Section Two: Inpatient (MS-DRG) System

System, Outliers, Implants

• Section Three: Outpatient (APC) System

Hospitals, ASCs, Status Indicator (SI) Codes,

Implants
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Section One: General Concepts

Montana has adopted some of the codes and

processes of the Centers for Medicare and

Medicaid Services (CMS), but the Montana

Codes Annotated (MCA) and Administrative

Rules of Montana (ARM) govern the application

of these codes and processes in Montana for

Workers’ Compensation (WC) reimbursement.
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Section One: General Concepts
(continued)

The Montana Facility Fee Schedule is intended to

guide the direct reimbursement for two specific

types of Montana facilities, namely Acute Care

Hospitals and Ambulatory Surgery Centers

(ASCs), for WC services provided on and after

12/01/08. Based on recent legislative decisions,

a number of additional changes in how WC

services are managed have been made for the

time period beginning with 4/1/09 and going

forward.
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Section One: General Concepts
(continued)

Facility-based Medical Services

Reimbursement:

The Montana Facility Fee Schedule is

intended to be used in coordination with

the Montana Nonfacility Fee Schedule,

which in contrast is intended to

reimburse for professional medical

procedures, services and supplies. For

example, an anesthesiologist providing
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Section One: General Concepts
(continued)

independent professional services at

a hospital would be reimbursed at the

rate for those services listed in the

Montana Nonfacility Fee Schedule in

the column labeled “facility

reimbursement” for those services.
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Section One: General Concepts
(continued)

Nonfacility-based Medical Services

Reimbursement:

As a final contrast, medical professionals

providing services, supplies and procedures in

their offices and clinics, however, are to be

reimbursed at the rate for those services listed

in the Montana Nonfacility Fee Schedule in the

column labeled “nonfacility reimbursement.”
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Section One: General Concepts &
Rules (continued)

•• Inpatient rehabilitation services are paid at 75% of the usual aInpatient rehabilitation services are paid at 75% of the usual andnd

customary charges*customary charges*

•• DME, prosthetics & orthotics (not implantables) are paid at 75%DME, prosthetics & orthotics (not implantables) are paid at 75%

of the usual and customary charges*of the usual and customary charges*

•• Ambulance services are to be reimbursed based on theAmbulance services are to be reimbursed based on the ““(d)(d)

Montana Ambulance Fee ScheduleMontana Ambulance Fee Schedule”” within thewithin the Montana FacilityMontana Facility

Fee ScheduleFee Schedule.. ““Urban areasUrban areas”” in Montana are defined as Billings,in Montana are defined as Billings,

Great Falls, and Missoula. Only Status Indicator (SI)Great Falls, and Missoula. Only Status Indicator (SI) ““AA”” codescodes

for Ambulancefor Ambulance--related services are to be reimbursed.related services are to be reimbursed.

*In Montana*In Montana ““usual and customaryusual and customary”” means the providermeans the provider’’s normals normal

charges for a service, and doescharges for a service, and does notnot include state or regionalinclude state or regional

database information purporting to be usual and customarydatabase information purporting to be usual and customary
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Section One: General Concepts and
Rules (continued)

•• Use of nationally utilized medical billing forms such as the UBUse of nationally utilized medical billing forms such as the UB--04 or04 or

CMS 1500 are requiredCMS 1500 are required

•• Insurer payment is due within 30 days of receipt of the bill froInsurer payment is due within 30 days of receipt of the bill from them the

provider facility, or a 1% interest payment penalty per month isprovider facility, or a 1% interest payment penalty per month is chargedcharged

•• Audits are conducted on a postAudits are conducted on a post--payment basis onlypayment basis only

•• Facilities do not need to submit medical records initially excepFacilities do not need to submit medical records initially except whent when

there are no other supporting documents, for example labs or PTthere are no other supporting documents, for example labs or PT

•• In the past the Montana WC reimbursement system was notIn the past the Montana WC reimbursement system was not

automatically updated with CMS quarterly updates. Based on statuautomatically updated with CMS quarterly updates. Based on statutorytory

changes beginning April 1, 2009, however, we are in the processchanges beginning April 1, 2009, however, we are in the process

catching up with recent CMS updates and making them applicable tcatching up with recent CMS updates and making them applicable too

the Montana WC reimbursement systemthe Montana WC reimbursement system
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Section Two: The MS-DRG System

What are MS-DRGs?

A payment system that classifies hospitalA payment system that classifies hospital

inpatient cases into one of approximatelyinpatient cases into one of approximately

750 groups that are expected to have a750 groups that are expected to have a

similar hospital resource use. MSsimilar hospital resource use. MS--DRGs inDRGs in

Montana are reimbursed at the same rateMontana are reimbursed at the same rate

for all Acute Care Hospitals for WCfor all Acute Care Hospitals for WC

medical services.medical services.
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Section Two: The MS-DRG System
(continued)

Where did the MSWhere did the MS--DRG system comeDRG system come

from?from?

The system was developed initially forThe system was developed initially for

CMS as part of its Medicare prospectiveCMS as part of its Medicare prospective

payment system beginning in 2007, andpayment system beginning in 2007, and

many state Workersmany state Workers’’ Compensation (WC)Compensation (WC)

programs, including Montana, now alsoprograms, including Montana, now also

use MSuse MS--DRGs for inpatient reimbursement.DRGs for inpatient reimbursement.
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Section Two: The MS-DRG System
(continued)

What are the five data elements used

to classify a MS-DRG?

•• ICDICD--9 Procedures9 Procedures

•• ICDICD--9 Diagnoses9 Diagnoses

•• GenderGender

•• AgeAge

•• Discharge StatusDischarge Status
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Section Two: The MS-DRG System
(continued)

Why were MS-DRGs created?

Medical bills can be complex, and MS-

DRGs can help simplify billing by

grouping multiple diagnosis,

procedure, and other codes into one

service grouping---the MS-DRG---for

payment.
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MS-DRG Calculations
•• Each MSEach MS--DRG is given a Relative WeightDRG is given a Relative Weight

based on its relative complexity and usebased on its relative complexity and use

of resourcesof resources

•• MontanaMontana’’s Conversion Factor (CF) iss Conversion Factor (CF) is

$7,735 for the period beginning 12/01/08$7,735 for the period beginning 12/01/08

•• The payment formula is the RelativeThe payment formula is the Relative

Weight multiplied by the CF ($7,735)Weight multiplied by the CF ($7,735)

Section Two: The MS-DRG System
(continued)
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Section Two: The MS-DRG System
(continued)

What is an MS-DRG Grouper?

A computer program or software moduleA computer program or software module

which takes five clinical and demographicwhich takes five clinical and demographic

data elements as input and generates adata elements as input and generates a

corresponding Medicare Severitycorresponding Medicare Severity--DiagnosisDiagnosis

Related Group (MSRelated Group (MS--DRG) classification codeDRG) classification code

as output. One free Grouper you can use isas output. One free Grouper you can use is

located on the internet atlocated on the internet at

www.hospitalbenchmarks.comwww.hospitalbenchmarks.com
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Section Two: The MS-DRG System
(continued)

Where can I obtain an MSWhere can I obtain an MS--DRG Grouper?DRG Grouper?

CMS makes available a $500 CD or $660 magneticCMS makes available a $500 CD or $660 magnetic

tapetape--based inpatient Grouper/based inpatient Grouper/PricerPricer software programsoftware program

for versions 25 or 26 atfor versions 25 or 26 at

http://www.ntis.gov/products/grouper.aspxhttp://www.ntis.gov/products/grouper.aspx

The use of Montana WC reimbursement weightsThe use of Montana WC reimbursement weights

and conversion factors are required to customize theand conversion factors are required to customize the

software so that it can generate Montanasoftware so that it can generate Montana--related WCrelated WC

reimbursement calculations.reimbursement calculations.
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Section Two: The MS-DRG System
(continued)

Montana weights and conversion factors are onMontana weights and conversion factors are on

thethe Montana Facility Fee Schedule,Montana Facility Fee Schedule, listed on thelisted on the ““(a)(a)

Montana Hospital Inpatient Services MSMontana Hospital Inpatient Services MS--DRGDRG

Reimbursement Fee ScheduleReimbursement Fee Schedule”” andand ““(h) The Base(h) The Base

Rates and Conversion Formulas Established By TheRates and Conversion Formulas Established By The

DepartmentDepartment”” which are located atwhich are located at

http://erd.dli.mt.gov/wcstudyproject/MFFS%20pdf/a%2http://erd.dli.mt.gov/wcstudyproject/MFFS%20pdf/a%2

0MSDRG%20V26.pdf0MSDRG%20V26.pdf In addition, TPAs provide aIn addition, TPAs provide a

customized Grouper/customized Grouper/PricerPricer as a part of their services ifas a part of their services if

they manage this reimbursement system for insurers.they manage this reimbursement system for insurers.

How can I customize---or get a
customized---Grouper/Pricer software for
the Montana Facility Fee Schedule?
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Section Two: The MS-DRG System
(continued)

Using an MS-DRG Grouper/Pricer with a UB-04
(see a portion of a sample UB-04 form on the next slide):

1) Identify the Diagnosis (D) and Procedure (P) Codes on the UB-

04, & proceed if Block 4 includes code 0111 (which equates to

inpatient services)

2) Insert the D & P Codes into the correct cells on the

Grouper/Pricer and press the “Group & Compare” button (see

sample Grouper on subsequent two slides below)

3) Confirm the reimbursement amount cited with the Grouper-

generated MS-DRG code with the Montana Facility Fee

Schedule section listing that MS-DRG code
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Section Two: The MS-DRG System
(continued)

Sample UB-04

75612 3051 e8889 4019 25000 41400

8108 082809 8162 082809 8451 082809

7806 7850 2859
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Grouper Example (page 1 of 2)
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Grouper Example (page 2 of 2)
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Section Two: The MS-DRG System
(continued)

Is It An Inpatient or Outpatient Bill?
Remember that a bill from a hospital facility can be for either inpatient

or outpatient services, so be sure to confirm that the code entered

into Block 4 on the UB-04 is either

• 0111 (inpatient services, use a MS-DRG Grouper) or

• 0131 (outpatient services, use the APC codes and process)

Pay the Bill based on the Fee Schedule
MS-DRG rates are based on a “case mix” formula, so Insurers

should pay the actual fee schedule reimbursement amount,

instead of the higher or lower reimbursement amount the

medical provider might inadvertently bill
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Section Two: The MS-DRG System
(continued)

The MSThe MS--DRG system is intended to meetDRG system is intended to meet

the majority of all inpatientthe majority of all inpatient

reimbursement needsreimbursement needs

Occasionally very high medical costsOccasionally very high medical costs

associated with a particular case, knownassociated with a particular case, known

as outlier costs, may require additionalas outlier costs, may require additional

reimbursement to the facilityreimbursement to the facility

Inpatient Outliers
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Section Two: The MS-DRG System
(continued)

Calculating Outlier Payments

•• Charges must meet the outlier threshold formula establishedCharges must meet the outlier threshold formula established

by theby the Administrative Rules of Montana (ARM)Administrative Rules of Montana (ARM) for inpatientfor inpatient

outlier costsoutlier costs

•• The threshold formula is the MSThe threshold formula is the MS--DRG payment multiplied by 3DRG payment multiplied by 3

•• [Charges[Charges -- (MS(MS--DRG payment x 3)] x (RCC plus 15%)DRG payment x 3)] x (RCC plus 15%)

•• There is a different RCC (Ratio of CostThere is a different RCC (Ratio of Cost--toto--Charge) for eachCharge) for each

Montana Hospital (Montana Hospital (for thefor the RCCsRCCs, see, see ““(f) The Montana RCC and other(f) The Montana RCC and other

Montana RCCMontana RCC--based Calculationsbased Calculations”” section of thesection of the Montana Facility FeeMontana Facility Fee

ScheduleSchedule))
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Section Two: The MS-DRG System
(continued)

An example of calculating an outlier:

•• Assume that the medical charges total $100,000,Assume that the medical charges total $100,000,

•• And the MSAnd the MS--DRG Payment is $25,000,DRG Payment is $25,000,

•• And the outlier threshold is $75,000,And the outlier threshold is $75,000,

•• And the RCC (Ratio of CostAnd the RCC (Ratio of Cost--toto--Charge) is 0.50,Charge) is 0.50,

•• Then the outlier payment = ($100,000Then the outlier payment = ($100,000--$75,000) x (0.50 +$75,000) x (0.50 +

.15) = $16,250 to be added to the regular reimbursement.15) = $16,250 to be added to the regular reimbursement

•• Therefore total payment is $25,000 + $16,250 = $41,250Therefore total payment is $25,000 + $16,250 = $41,250
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Section Two: The MS-DRG System
(continued)

Implants: Another Major Cost Factor

Implants can be a substantial cost element in

WC medical expenses, so in the

Administrative Rules of Montana we have

set up a special reimbursement process to

ensure that injured workers receive the

appropriate implant and the hospital’s

implant costs are appropriately reimbursed.
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Section Two: The MS-DRG System
(continued)

Implants Defined

An object or device that is made to replace and act as aAn object or device that is made to replace and act as a

missing biological structure that is surgically implanted,missing biological structure that is surgically implanted,

embedded, inserted, or otherwise applied. The term alsoembedded, inserted, or otherwise applied. The term also

includes any related equipment necessary to operate,includes any related equipment necessary to operate,

program, and recharge the implantable.program, and recharge the implantable.

It is important to note thatIt is important to note that ““implant cost,implant cost,”” as used in theas used in the

Montana WC reimbursement system, refers to the totalMontana WC reimbursement system, refers to the total

implant costs for all implant components combined for aimplant costs for all implant components combined for a

patient.patient.
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Section Two: The MS-DRG System
(continued)

Inpatient Implant Reimbursement System

•• Implants costing less than $10,000 are consideredImplants costing less than $10,000 are considered

to be bundled into the MSto be bundled into the MS--DRG reimbursementDRG reimbursement

•• Implants costing more than $10,000 can beImplants costing more than $10,000 can be

separately reimbursed at cost plus 15%separately reimbursed at cost plus 15%

•• Copies of Implant invoices are required for thisCopies of Implant invoices are required for this

separate reimbursement processseparate reimbursement process

•• Implant costs include shipping and handlingImplant costs include shipping and handling

•• Implant costs are excluded from outlier calculationsImplant costs are excluded from outlier calculations
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Section Three: Outpatient (APC)
Reimbursement System

The Montana WC system reimburses

both Acute Care Hospitals and

Ambulatory Surgery Centers (ASCs)

for outpatient medical services

using the Montana Facility Fee

Schedule ‘s APC system
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Section Three: Outpatient (APC)
Reimbursement System

What is the APC?

•• On December 1, 2008, the APC reimbursementOn December 1, 2008, the APC reimbursement

system was adopted through thesystem was adopted through the AdministrativeAdministrative

Rules of MontanaRules of Montana process for outpatient servicesprocess for outpatient services

provided by Hospitals and Ambulatory Surgeryprovided by Hospitals and Ambulatory Surgery

Centers (ASCs)Centers (ASCs)

•• The Ambulatory Payment Classification (APC)The Ambulatory Payment Classification (APC)

system was developed by CMS to group outpatientsystem was developed by CMS to group outpatient

services into classifications that are expected toservices into classifications that are expected to

have a similar outpatient resource usehave a similar outpatient resource use
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Section Three: Outpatient (APC)
Reimbursement System

Montana Outpatient

services that might

be in an APC:

•• SurgerySurgery

•• Clinic visitsClinic visits

•• Emergency Room (ER) visitsEmergency Room (ER) visits

•• Psychological servicesPsychological services

•• XX--raysrays

•• Diagnostic testsDiagnostic tests

•• PathologyPathology

•• Use of recovery roomUse of recovery room

•• Use of observation bedUse of observation bed

•• Drugs, supplies, and dressingsDrugs, supplies, and dressings

•• Anesthesia supplies & equipmentAnesthesia supplies & equipment

•• Implants (sometimes)Implants (sometimes)
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Example of Montana APC Fee Schedule
reimbursement page
APC Description Status Hosp$ ASC$

Indicator
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Section Three: Outpatient (APC)
Reimbursement System

APC System Components

Outpatient services are grouped into APCsOutpatient services are grouped into APCs

•• There may be several APCs per patient per dayThere may be several APCs per patient per day

•• There may be discounts for multiple APCsThere may be discounts for multiple APCs

•• There may be separately payable CPT andThere may be separately payable CPT and

HCPCS servicesHCPCS services

•• Montana CCI (Correct Coding Initiative) editsMontana CCI (Correct Coding Initiative) edits

further assist insurers to understand how tofurther assist insurers to understand how to

reimburse when multiple codes are involvedreimburse when multiple codes are involved
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Section Three: Outpatient (APC)
Reimbursement System

Montana Status Indicator (SI) codesMontana Status Indicator (SI) codes

•• Apply to outpatient services onlyApply to outpatient services only

•• Also help identify how APCs and other codes are reimbursedAlso help identify how APCs and other codes are reimbursed

Only Montana Status Indicator codes can be used to calculate reiOnly Montana Status Indicator codes can be used to calculate reimbursementsmbursements

for services and suppliesfor services and supplies

Do not use status indicator codes other than A, B, D, F, G, H, KDo not use status indicator codes other than A, B, D, F, G, H, K, L, N, P, S, T and, L, N, P, S, T and

X, and pay the amount listed on the fee scheduleX, and pay the amount listed on the fee schedule

Please note that:Please note that:

•• SISI ““AA”” should only be reimbursed for ambulanceshould only be reimbursed for ambulance--related services, forrelated services, for

example standexample stand--by waiting and other services listed onby waiting and other services listed on ““(d) The Montana(d) The Montana

Ambulance Fee ScheduleAmbulance Fee Schedule”” within thewithin the Montana Facility Fee ScheduleMontana Facility Fee Schedule

•• SISI ““KK”” on theon the ““(g) Status Indicator (SI)(g) Status Indicator (SI)”” portion of our fee schedule isportion of our fee schedule is

mislabeled and should instead statemislabeled and should instead state ““not a passnot a pass--through drug or device, andthrough drug or device, and

needs to be paid separately from the APCneeds to be paid separately from the APC””
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(g) The Montana Status Indicator (SI) Codes
Each APC, CPT and HCPCS code has been assigned a letter that signifies whether the Montana Facility Fee Schedule

will reimburse the service and how it will be reimbursed. The indicator also helps in determining whether policy rules,

such as packaging and discounting, apply. Only Montana Status Indicator codes can be used to calculate

reimbursements for services and supplies. Do not use status indicator codes other than A, B, D, F, G, H, K, L, N, P, S, T and X

and pay at the fee scheduled amount listed.

SI Code SI (Status Indicator) Description . . .

A Fee Schedules:[reimburse] Ambulance[-related codes only].

B Non-allowed item or service. Not a hospital service.

D Discontinued code.

F Acquisition costs paid for Corneal tissue acquisition; certain CRNA services and hepatitis B vaccines.

G Additional payment for Drug/Biological pass-through.

H Additional payment for Pass-though device categories, brachytherapy sources, and radiopharmaceutical agents.

K [Not a] Pass-through [for] drugs [, devices] and biologicals [These are to be paid separately from the APC].

L Flu and other vaccines.

N No additional payment, payment included in line items with APCs for incidental service. (Packaged codes not paid separately).

P Paid Partial hospitalization per diem payment.

S Significant procedure not subject to multiple procedure discounting.

T Significant procedure, subject to 50%discount on second procedure if present.

X Ancillary services.

1) Please note the misprint for SI "K" corrected hereon with bracketed text

2) Please note the clarification for SI "A" corrected hereon with bracketed text
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APC reimbursement levels are different for ASCs and Hospitals

•• The basic formula for outpatient reimbursement is the Montana BaThe basic formula for outpatient reimbursement is the Montana Basese

Rate times the APC relative weight of a given APCRate times the APC relative weight of a given APC

•• For hospitals, the Montana Base Rate is $105 beginning 12/01/08For hospitals, the Montana Base Rate is $105 beginning 12/01/08

•• For ASCs, the Montana Base Rate is $79 beginning 12/01/08For ASCs, the Montana Base Rate is $79 beginning 12/01/08

•• If no rate is listed and the code is not otherwise included in tIf no rate is listed and the code is not otherwise included in thehe MontanaMontana

Facility Fee ScheduleFacility Fee Schedule or theor the Administrative Rules of MontanaAdministrative Rules of Montana, the, the

service is to be paid at 75% of the Montana usual & customary chservice is to be paid at 75% of the Montana usual & customary charge*arge*

•• Additional codes may be used on billing documents to help identiAdditional codes may be used on billing documents to help identifyfy

service categories (see the next slide for Revenue Code examplesservice categories (see the next slide for Revenue Code examples))

*In Montana*In Montana ““usual and customaryusual and customary”” means the providermeans the provider’’s normal chargess normal charges

for a service, and doesfor a service, and does notnot include state or regional databaseinclude state or regional database

information purporting to be usual and customaryinformation purporting to be usual and customary

Section Three: Outpatient (APC)
Reimbursement System
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Other reference codes
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Section Three: Outpatient (APC)
Reimbursement System

Outpatient Grouper/Pricer Options

CMS has created Integrated Outpatient Code Editor (IOCE)

software that is available for $130 per issue

(see http://www.ntis.gov/products/oceapc.aspx for details)

The IOCE software:

• identifies data errors and creates edit flags

• Assigns an APC number for each service for hospitals, and provides

information that can be passed to a Pricer program

• Assigns an APC number for each service for ASCs

The user can then apply specific Montana reimbursement rates to the

grouping information created by the IOCE

TPAs provide a customized Grouper/TPAs provide a customized Grouper/PricerPricer as a part of their services ifas a part of their services if

they manage this reimbursement system for insurersthey manage this reimbursement system for insurers
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Section Three: Outpatient (APC)
Reimbursement System

Implants: Another Major Cost Factor

Implants can be a substantial cost element in WC

medical expenses, so language in the

Administrative Rules of Montana establishes a

special reimbursement process to ensure that

injured workers receive the appropriate implant

and the ASC or hospital’s outlier implant costs

are appropriately reimbursed.
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Section Three: Outpatient (APC)
Reimbursement System

Outpatient Implant Reimbursement System

•• Implants costing less than $500 are considered to beImplants costing less than $500 are considered to be

bundled into the APC reimbursementbundled into the APC reimbursement

•• Implants costing more than $500* can, separately fromImplants costing more than $500* can, separately from

the APC system, be reimbursed at cost plus 15 percent;the APC system, be reimbursed at cost plus 15 percent;

use Code L8699use Code L8699

•• Copies of Implant invoices are required for this separateCopies of Implant invoices are required for this separate

reimbursement processreimbursement process

•• Implant costs include shipping and handlingImplant costs include shipping and handling

* It is important to note that* It is important to note that ““implant costimplant cost”” as used in theas used in the

Montana WC system refers to the total implant costs forMontana WC system refers to the total implant costs for

all implants combined for a patient.all implants combined for a patient.
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Understanding Montana Workers’
Compensation (WC)
Facility Fee Schedule

New updates of information, similar to FAQ, will be added to this

educational module on a regular basis, so please check the date at the

bottom of the front page regularly to keep up with added fee schedule

information.

A Power Point educational module created by the Montana Department of

Labor (DLI) in February, 2009. Actual regulations in the Administrative

Rules of Montana, of course, take precedence in case of any

misstatements in this educational module.

DLI wishes to thank Betty Osborne of Corvel for her contributions to a

prototype of this presentation done in September, 2008.

The End


